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Summary
Soybean prices received some support from
the USDA’s January 11 final U.S. production
estimate for the 2001 crop.  At 2.891 billion
bushels, the final estimate was 32 million
bushels smaller than the November forecast.
Prospects for larger crush and exports and
smaller year-ending stocks than projected in
December also helped stabilize prices.  Dry
weather and crop concerns in Argentina and
southern Brazil have also provided
fundamental support for soybean prices.
Generally ample supplies and prospects for
large soybean acreage in the U.S. again in
2002 have kept prices at low levels.  So far in
the 2001-02 marketing year, the average cash
price in central Illinois has ranged from $3.985
(October 22) to $4.715 (September 3).  The
high price came before harvest of the 2001
crop really got underway.  The highest post-
harvest price was $4.40 (January 16).  Without
extreme weather concerns, prices are likely to
remain well below the current CCC loan rate.
Some increased volatility might be expected
over the next several weeks as South
American and U.S. weather becomes
important for prospective supplies.
Record Supply and Consumption
On January 11, the USDA released the final
production estimate for the 2001 U.S. soybean
crop.  At 2.891 billion bushels, the crop was 32
million bushels less than the November
forecast, but 133 million larger than the 2000
crop (Table 1).  The U.S. average yield
estimate was reported at 39.6 bushels per
acre, 0.2 bushels above the November
forecast, 1.5 bushels above the 2000 average,
and 1.8 bushels below the 1994 record (Table
2).  The smaller crop estimate reflected a
significant reduction in the estimate of soybean
acreage in 2001.  Planted acreage totaled
74.105 million acres, 1.311 million less than
reported in June 2001, and 2.552 million less
than intentions reported in March 2001 (Table
3).  Planted acreage was 161,000 less than
planted in 2000, representing the first year over
year decline since 1990.  The decline in the
harvested acreage estimate from November to
January was geographically dispersed,
although the estimate actually increased for
Minnesota and South Dakota.  Compared to
planted acreage in 2000, soybean acreage in
2001 increased modestly in the midwest and
declined in southern growing areas (Table 4).
The largest decline, 450,000 acres, came in
Arkansas.
The December 1 Grain Stocks report, also
released on January 11, 2001, showed
soybean inventories of 2.276 billion bushels,
about 36 million more than the previous record
inventory of a year ago (Table 5).  The
inventory estimate implies that about 867
million bushels of U.S. soybeans were
consumed during the first quarter of the
marketing year.  Use was up 55 million bushels
from the use during the same quarter last year
and was about 40 million larger than 
the record disappearance during the first
quarter of the 1997-98 marketing year.
Based on Census Bureau reports, the
domestic crush during the first quarter totaled
427.7 million bushels, 6.8 million more than
crushed during the same quarter last year and
one million more than the record crush of two
years ago. The crush in December 2001
totaled nearly 153 million bushels, 10.7 million
more than in December 2000.  The crush
continues to be driven by soybean meal
demand as soybean oil remains in surplus.
Domestic meal consumption is on the rise,
reflecting the increase in livestock and poultry
numbers.  However, the rate of increase is
more modest than experienced last year as
hog numbers have stabilized and the number
of cattle being placed on feed is declining.  The
increase, then, is being driven primarily by
increased poultry production.  Domestic
soybean meal consumption for the year is
expected to grow by only 2 percent, following a
4.5 percent increase last year.  Domestic use
is projected at 32.35 million tons (Table 6). 
Low soybean meal prices and a sharp drop in
Canadian canola production are providing a
boost to U.S. soybean meal exports.
Commercial exports through January 17
totaled 2.349 million tons, an increase of 11
percent from exports of a year ago.  Unshipped
sales as of January 17 totaled 2.19 million
tons, 25 percent larger than outstanding sales
of a year ago.  Indonesia, Canada, and Mexico
account for much of the increase in export
sales of U.S. soybean meal.  For the year, the
USDA projects soybean meal exports at 7.9
million tons, about 3.5 percent more than
shipments during the 2000-01 marketing year.
Sales already account for 57 percent of that
projection.  Sales are expected to slow
considerably once South American supplies
are available.  However, the current projection
appears a little low in light of demand to date.
We are using a projection of 8 million tons.
Based on current projections, 40.35 million
tons of U.S. soybean meal will be consumed
during the 2001-02 marketing year.  Meal yield
per bushel of soybeans crushed during the first
four months of the year averaged 47.55
pounds, compared to 47.9 pounds during the
first quarter last year.  The average for all of
last year was 48 pounds.  If the average this
year is 47.55, as implied by the average to
date, the domestic crush will need to total
1.692 billion bushels, allowing for modest
imports and a draw down in ending stocks.  If
the average yield of soybean meal increases
as the year progresses, the crush would need
to be somewhat smaller.  We are using a
projection of 1.685 billion bushels (Table 7).
Crush during the first quarter of the year
represents 25.4 percent of that total.  The 5
year average is 25.64 percent.
If 1.685 billion bushels of soybeans are
crushed, about 18.771 billion pounds of
soybean oil will be produced, assuming an oil
yield of 11.14 pounds per bushel.  That
average is projected from the yield during the
first four months of the year and is 0.1 pound
below last year’s average.  If domestic
consumption of oil increases at the long term
average of 2 percent, consumption will reach
16.55 billion pounds.  The USDA projects use
at 16.7 billion pounds.  The USDA projects
soybean oil exports at 2.5 billion pounds, 78
percent larger than last year’s exports.
Commercial export sales through January 17
were running about 30 percent larger than
sales of a year ago.  It appears that total
soybean oil consumption during the current
marketing year will total 19.05 billion pounds,
leaving year-ending stocks of 2.676 billion
pounds (Table 9).
U.S. soybean exports totaled 348.3 million
bushels during the first quarter of the
marketing year, 32.8 million (10.4 percent)
larger than exports during the same quarter
last year.  Shipments were only 17 million
bushels less than the record exports of 1997.
Exports have remained large since December
1.  The USDA’s weekly export inspections
report showed cumulative shipments through
January 17 of 555 million bushels, 15 percent
above the total of a year ago.  Unshipped sales
as of January 17 totaled 276.4 million bushels,
15 percent more than on the same date last
year.  The increase in shipments to date
reelect increased imports by the European
Union, China, Japan, Mexico, and Indonesia.
Unshipped sales to the European Union,
China, and Mexico are down sharply from the
level of a year ago.  The torrid pace of exports
is expected to slow as the South American
crop becomes available.  As production has
expanded into northern Brazilian, harvest is
beginning earlier than in the past.
The size of the South American crop will be
important in determining how rapidly the pace
of U.S. soybean exports decline.  The USDA
now forecasts combined production in Brazil,
Argentina, and Paraguay at 2.743 billion
bushels, 193 million bushels larger than last
year’s crop (Table 10).  Expected production in
those three countries represents 40.8 percent
of the world total, up from 39.8 percent last
year, and only 31.2 percent five years ago.
The increases in production in Brazil and
Argentina reflect a combination of more area
and higher average yields (Table 11).  The
increase in area in Brazil was especially large
this year.
While prospects for a large harvest in South
America this year are still in place, dry weather
in parts of Argentina and southern Brazil
threaten a portion of the crop.  Production may
fall a bit short of the current USDA projection.
Declining currency values in Argentina may
encourage producers to hold the newly
harvested crop longer than normal, although
storage space is limited.  A persistence of a
weak currency may stimulate more planting of
soybeans at the expense of higher cost crops.
The USDA now projects 2001-02 marketing
year U.S. exports at 1.01 billion bushels, 12
million above the record exports of a year ago.
To meet that projection, exports need to
average only 14 million bushels per week
during the last 32 weeks of the marketing year.
Exports during the last three quarters of the
marketing year would be 43 million bushels
less than during the same period last year.
While the pace of  exports wil l slow, the total for
the year may be a bit higher than the current
USDA projection.  We are using a forecast of
1.02 billion bushels. 
Total consumption of U.S. soybeans, including
feed, seed, and residual use, is projected at a
record 2.88 billion bushels.  Consumption at
that level would leave year-ending stocks of
263 million bushels, only 15 million more than
stocks at the beginning of the year (Table 6).
The pattern of record supplies, record
consumption, low prices, and modest stocks is
continuing for the fourth consecutive year.
2002 Production Prospects
U.S. soybean acreage grew every year from
1991 through 2000.  The 10-year increase in
planted acreage totaled 16.47 million acres, or
28.5 percent.  The expansion was fueled by a
combination of economics and government
programs.  The growth in acreage was
concentrated in western growing areas, where
plantings grew by 13.95 million acres, or nearly
60 percent.  Acreage in the eastern corn belt
increased by 33 percent, while acreage in the
rest of the country declined by 24 percent.  The
pattern of increasing acreage came to an end
in 2001, primarily due to sharp reductions in
southern growing areas.  Total planted acreage
of principal crops declined significantly in 2001.
Excluding harvested acreage of hay, area of
principal crops declined by just over 7 million
acres in 2001, with the largest declines in
wheat and feed grains.  
Part of the uncertainty about soybean acreage
in 2002 centers around the total acreage
question.  Will the total continue to decline in
2002, or will some of the lost acreage return to
production?  Part of the uncertainty about
acreage centers around potential changes in
the farm program.  Will the CCC loan rate for
soybeans be reduced in relation to the loan
rates for feed grains and wheat?  It is expected
that total area planted in 2002 will expand
modestly, mostly in feed grains.  It appears that
the area planted to wheat and soybeans will
stabilize.  The USDA will release a Prospective
Plantings report on March 28.
Unchanged acreage and an average yield near
the trend of 40 bushels would produce a 2002
crop of 2.920 billion bushels.  A crop of that
size would allow consumption to increase by
nearly 70 million bushels and still leave year-
ending stocks at a comfortable level.
Price Prospects
The average monthly price pattern of soybeans
and soybean products for the 2001-02
marketing year has been as follows:
Mon th
Soybeans1
$/bu
Meal2
$/T
Oi l3
¢/lb
Sept. 2001 $4.52 – --
Oct. 4.14 $165.45 14.38¢
Nov. 4.24 166.10 15.23
Dec. 4.27 154.18 15.10
Jan. 20024 4.27 157.58 15.08
1
 centra l Illinois; 2 48%  protein D ecatur , IL; 3 bulk
Deca tur, IL; 4 through Jan. 18
Compared to the same period last year, oil
prices have been 1.8 cents higher, meal prices
$22 lower, and soybean prices $.38 lower.  The
average price to date for soybeans is almost
identical to the midpoint of the USDA’s
projection for the year.  The average oil price
has been near the low end of the USDA’s
projected range and the average meal price
has been near the upper end of the projected
range.  Soybean prices are currently near their
highest level since establishing a harvest low
just under $4.00 per bushel.
Price direction during the last half of the
marketing year will be influenced most by crop
prospects in South America and acreage and
yield prospects in the U.S. The new farm bill, if
it affects loan rates for the 2002 crop, could
have some influence on U.S. soybean
acreage.  The trading range for the average
cash price of soybeans in central Illinois has
been relatively narrow so far in the marketing
year, even considering the higher pre-harvest
prices in September.
The trading range in each of the previous
marketing years ranged from $1.05 to $1.92
per bushel.  The highest price in those three
years ranged from $5.20 to $5.795.  The
lowest price ranged from $3.875 to $4.295.
The low so far this year has been $3.985 and
the high has been $4.715.  It appears that the
marketing year low has been established.  If
so, history would suggest that the cash price in
central Illinois should trade above $5.00
sometime over the next six months.  It will
clearly take a weather problem for that to
happen.  Alternatively, a new low in the cash
market could be established over the next six
months.  The most likely time for a new low
would be in July or August, in the face of
another record U.S. harvest.
What to do?  For old crop soybeans being held
unpriced, and for which marketing loan benefits
have not been established, there is little risk
other than storage costs.  Lower prices will be
offset by higher loan deficiency payments.
Similarly, there is little upside potential as
higher prices will be offset by lower payments.
Holding under this scenario will be beneficial
only if prices move above the loan rate.  The
most risk is associated with soybeans being
held unpriced but for which marketing loan
benefits have already been collected.  The
small carry in the market suggests that these
soybeans should be sold.  Speculating on
higher prices could be done with a basis
contract or by purchasing futures.  Buying call
options appears to be very expensive
proposition.  For soybeans being held without
marketing loan protection, pricing on South
American weather rallies over the next few
weeks seems prudent.  A portion of the crop
could be held into the USDA’s Prospective
Plantings report and to see early season
weather prospects in the U.S.
Issued by Darrel Good
Extension Economist
University of Illinois
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